
< ‘;_..9-f._,‘_'_ 4
sf-""_, W59 I‘--ltv,

, DOUGLAS MURDOCK
DAVID Y. IGE gig? 5 %‘;_,, Comptroller
GOVERNOR s§}’.\¢». am

*’#,‘;~ "*-~.i‘-""1?-2:5;-:;tir~‘

STATE OF HAWAII
DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES

P.O. BOX 119, HONOLULU, HAWAII 96810-0119

WRITTEN TESTIMONY
OF

DOUGLAS MURDOCK, COMPTROLLER
DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES

TO THE
HOUSE COMMITTEE

ON
LABOR & PUBLIC EMPLOYMENT

ON
FEBRUARY 10, 2015

H.B. 697

RELATING TO STATE FACILITIES

Chair Nakashima and members of the Committee, thank you for the opportunity to

submit Written testimony on H.B. 697.

The Department ofAccounting and General Services (DAGS) does not support H.B. 697.

Section 26-6, and Chapter 171-30 (b), Hawaii Revised Statutes, authorizes DAGS to

acquire office space in a non-State-owned building for use by a State department or agency.

This function is performed by the DAGS Office Leasing Program.

DAGS does not have the staff, expertise, or resources to perform centralized leasing

services for all real property transactions for all departments and agencies of the State.

Thank you for the opportunity to submit Written testimony on this matter.
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Testimony of
CARTY S. CHANG
Interim Chairperson

Before the House Committee on
LABOR & PUBLIC EMPLOYMENT

Tuesday, February 10, 2015
9:00 A.M.

State Capitol, Conference Room 309

In consideration of
HOUSE BILL 697

RELATING TO STATE FACILITIES

House Bill 697 proposes to give the Department ofAccounting and General Services ("DAGS") the
authority to negotiate and process leases of private real property for use by departments and
agencies of the State. Currently, pursuant to section 26-6(b)(6) and section l7l-30(b), Hawaii
Revised Statutes (HRS), DAGS is authorized to acquire office spaces in buildings not owned by the
State for use by state agencies. Additionally, the bill proposes language to be inserted in section
26-6(b)(6), HRS, that appears to give DAGS the authority to negotiate and process leases of public
buildings for use by departments of the State. The Department of Land and Natural Resources
("DLNR") opposes this bill.

The bill gives only the functions of negotiating and processing leases of private property for use by
state agencies to DAGS while the Board of Land and Natural Resources ("BLNR") retains the
authority to actually acquire the leasehold interests in behalf of the State. The bill does not transfer
acquisition authority from the BLNR to DAGS. Because the negotiation and processing of leases
are integral to the acquisition of leasehold interests, it makes no sense to separate negotiation and
processing from the actual acquisition. The BLNR and DLNR have historical experience in such
land matters and have the staff to carry out such leasehold acquisitions, including negotiating and
processing leases.

Furthermore, the intent of the language added to section 26-6(b)(6), HRS, is unclear. It may imply
that the use of public buildings by state departments must be achieved through leases of the public
buildings. Current law gives DAGS the authority to operate and maintain public buildings. We
question What this provision really means.
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House Committee Labor & Public Employment

The Department of Transportation (DOT) opposes this bill, which proposes to establish
Department of Accounting and General Services (DAGS) as the lead department for
negotiating and processing real property leases for state departments.

This bill is particularly problematic for DOT’s harbors and airports facilities to receive
full, fair value for its lands, which would require knowledgeable staff with expertise and
historical background in specific lands and tenant situations.

Specifically in the case of airports, there is a statutory requirement that the airports
operate on a residual basis, which requires frequent adjustments to the rates paid by
the signatory and non-signatory air carriers.

Furthermore, leases at the various facilities are executed with a fair amount of
regularity. It would be very inefficient to assign DAGS this responsibility as DOT
already has the staff, expertise and processes in place to negotiate and process the
leases for DOT’s facilities.

Thank you for the opportunity to provide testimony.
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HB 697 — RELATING TO STATE FACILITIES

Chair Nakashima, Vice Chair Keohokalole, and Members of the Committee:

The University of Hawai‘i (the “University”) respectfully opposes HB 697 to the extent it
transfers responsibility and authority to negotiate leases of private real property for
University purposes from the University to the Department of Accounting and General
Services.

Pursuant to Hawai‘i Revised Statutes § 304A-103, the University has the authority to
negotiate and execute leases in accordance with statutory purposes (including
negotiating for office space in buildings located on private lands). To the extent HB 697
may be in conflict with this authority, the University requests that your committee amend
the bill so that subsection (7) at line 3, page 2 of the bill reads as follows:

(7) Except as otherwise provided by law, negotiate and process leases of
private real property for departments and agencies of the State;

Thank you for the opportunity to provide testimony on this measure.



HB 697

I support this "Bill for An Act". However, I believe there needs to be some flexibility of the State's
Information Technology Sectors that operates independently so that Hawaii maintains a strategic
threshold in emerging global markets.

Harold Ames, Public Service
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Testimony to the House Committee on Labor & Public Employment
Tuesday, February 10, 2015

9:00 a.m.
State Capitol - Conference Room 309

RE: HOUSE BILL NO. 697 RELATING TO STATE FACILITIES

Chair Dela Cruz and Vice Chair Nishihara, and members of the Committee:

My name is Gladys Marrone, Chief Executive Officer for the Building Industry
Association of Hawaii (BIA-Hawaii), the Voice of the Construction Industry. We
promote our members through advocacy and education, and provide community
outreach programs to enhance the quality of life for the people of Hawaii. BIA-
Hawaii is a not-for-profit professional trade organization chartered in 1955, and
affiliated with the National Association of Home Builders.

BIA-HAWAII supports the intent of H.B. 697, which establishes Department
of Accounting and General Services (DAGS) as the lead department for negotiating
and processing real property leases for state departments. The bill proposes to
amend Chapter 26-6, Hawaii Revised Statutes, (b) by adding the following:

(6) Undertake the program of centralized engineering and office leasing
services, including operation [and], maintenance, lease negotiation, and lease
processing of public buildings, for departments of the State;

(7) Notwithstanding any other law to the contraiy, negotiate and process
leases of private real property for departments and agencies of the State;

The proposed language appears to recognize DAGS as the lead agency for
negotiating leases for both state and private owned buildings for use by a state
agency. It is unclear from the language if the intent is to allow DAGS to also
negotiate leases of state owned facilities for “private” use to perhaps generate
revenue from underutilized facilities. It is also unclear if the bill proposes to allow
DAGS to negotiate “lease back” agreements or public private partnerships where
the state may lease a parcel of state owned lands to a private developer at a
nominal lease rent and who then develops a facility that can be leased back to the
state, with the state owning the improvements at the end of the lease term.

The legislature should consider providing more language in the bill to clarify
the situations where DAGS can negotiate real property leases of state owned or
private facilities to allow for maximum flexibility on a go-forward basis.

Finally, we understand that the existing language in Chapter §171-30 (b) HRS
requires that the department of accounting and general services shall be
responsible for the acquisition of any office space in a non-state owned building
for use by a state department or agency.

It is unclear how the proposed section 7 of the bill clarifies DAGS existing
authority in Chapter 171 HRS.

Thank you for the opportunity to express our views on this matter.
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